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its trades or businesses.
 The new simplified procedure, explained in detail in Revenue 
Procedure 2015-2016 is available to small businesses, including 
sole proprietors, with assets totaling less than $10 million in total 
assets as of the first day of the taxable year for which a change 
of accounting under the final tangible property regulations and 
corresponding procedures is effective or average annual gross 
receipts of $10 million or less for the prior 10-years.  Eligible 
taxpayers under those limits are allowed to make tangible property 
changes in methods of accounting for amounts paid or incurred 
(and dispositions) in taxable years beginning on or after January 
1, 2014.17 In a puzzling passage, the Revenue Procedure18 states 
“In addition, for their first taxable year that begins on or after 
January 1, 2014, small business taxpayers are permitted to make 
certain tangible property changes without filing a Form 3115.19 
The  Revenue Procedure, elsewhere in the document, do not limit 
the right to avoid filing Forms 3115 beyond the “first taxable year 
that begins on or after January 1, 2014.”20 The guidance appears to 
continue the Form 3115 filing requirement for automatic changes 
in method of accounting, apparently including Commodity Credit 
Corporation (CCC) loans.21
 For taxpayers who had already filed their federal tax return for 
2014, they may withdraw the Form 3115 by filing an amended 
federal tax return on or before the due date of the taxpayer’s 
federal tax return beginning on or after January 1, 2014, including 
extensions.
 One exception to the provision about the change in requirements 
to file Form 3115 is that a shift from accrual to cash accounting 
is not within that exception. Under  Sections 14.03 and 14.13 of 
Rev. Proc. 2015-20,22 for such a change in method of accounting 
(accrual to cash), the taxpayer is required to file a Form 3115 and 
compute an I.R.C. Sec. 481 adjustment (except for changing from 
the “crop” method of accounting) which requires the taxpayer to 
take into account  “. . . those adjustments which are determined 
to be necessary solely by reason of the change in order to prevent 
amounts from being duplicated or omitted. . . .” 
Request for comment on de minimis safe harbor limit
 Revenue Procedure 2015-2023 also requests comments by April 
21, 2015, on whether the $500 safe-harbor threshold for items 
written off as an ordinary and necessary business expense is 
appropriate.24 As explained in the Revenue Procedure,25 the safe 
harbor “merely establishes a minimum threshold  below which 
qualified amounts are considered deductible.”
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CASES, REGULATIONS AND STATUTES
by Robert P. Achenbach, Jr
ANImALS
 HORSES. The plaintiffs’ daughter died while competing in 
a horse riding cross-country event. The plaintiffs filed a suit for 
wrongful death and negligent infliction of emotional distress against 
the trainer, alleging that the horse provided by the trainer was unfit to 
ride because of prior falls and lack of practice. The defendant trainer 
argued that a release of liability signed by one of the plaintiffs and 
the daughter prohibited the suit.  The trial court granted the trainer an 
entry of judgment in the trainer’s favor and the plaintiffs appealed, 
arguing that the release was unenforceable for ambiguity and did not 
cover the negligence of the trainer. On appeal, the appellate court 
affirmed.  The release covered all liability except “direct, willful 
and wanton negligence.”  The plaintiffs argued that the release was 
ambiguous because it referred to the defendant as a trainer and not 
as a coach. The plaintiffs argued that a trainer refers to someone 
who trains horses and a coach is someone who coaches riders. Thus, 
 FEDERAL ESTATE
AND GIFT TAxATION
 NO ITEmS. 
FEDERAL INCOmE 
TAxATION
 ALImONY. The taxpayer was divorced in proceedings which 
lasted several years. The divorce decree was modified several times 
and the final decree included payments by the taxpayer for attorney 
fees incurred by the former spouse in the divorce and for future 
litigation involving the divorce. The taxpayer claimed the future 
attorney fee payments as deductions for payment of alimony. The 
issue was whether taxpayer remained liable for the payments after 
the death of the former spouse. The court held that the taxpayer’s 
liability could remain after the death of the spouse because the 
attorney fees could be incurred in litigation which survived the 
former spouse. Hampers v. Comm’r, T.C. memo. 2015-27.
 ALTERNATE mINImUm TAx. The IRS has published 
information about the alternative minimum tax for 2014.  Taxpayers 
may have to pay the AMT if their taxable income, plus certain 
adjustments, is more than the AMT exemption amount for their 
filing status.  The 2014 AMT exemption amounts for each filing 
status are:
 • Single and Head of Household = $52,800
 • Married Filing Joint and Qualifying Widow(er) = $82,100
 • Married Filing Separate = $41,050
The rules for AMT are more complex than the rules for regular 
income tax. For taxpayers filing a paper return, they can use the 
AMT Assistant tool on www.IRS.gov to find out if they may need 
to pay the tax.  If a taxpayer owes AMT, the taxpayer usually must 
file Form 6251, Alternative Minimum Tax – Individuals. Some 
taxpayers who owe AMT can file Form 1040A and use the AMT 
Worksheet in the instructions.  IRS Tax Tip 2015-19.
 CAPITAL GAINS. The IRS has published information about 
capital gains and losses. A capital asset includes most property 
you own for personal use or own as an investment. Capital Assets. 
Capital assets include property such as a home or car, as well as 
investment property, such as stocks and bonds. Gains and Losses. 
A capital gain or loss is the difference between a taxpayer’s basis in 
an asset and the amount received when the asset is sold. A taxpayer’s 
basis is usually what was paid for the asset. Net Investment Income 
Tax.  Taxpayers must include all capital gains in income and may 
be subject to the Net Investment Income Tax. This tax applies to 
certain net investment income of individuals, estates and trusts 
that have income above statutory threshold amounts. The rate of 
this tax is 3.8 percent.  Deductible Losses.  Taxpayers can deduct 
capital losses on the sale of investment property. Taxpayers cannot 
deduct losses on the sale of property held for personal use. Long 
because the release described the defendant as a trainer, the release 
did not cover injuries to the rider.  The court rejected this distinction 
as inconsistent with the whole of the release in that the release 
mentions “all liability” and included injuries to the rider. Therefore, 
the court held that the release was not ambiguous.  The court also 
held that the release did not function to release the defendant from 
liability for a wrongful death, a cause of action which belonged 
to the plaintiffs and who were not parties to the release. However, 
the court held that the release and defense of assumption of risk 
could be asserted by the defendant in defense against a wrongful 
death suit. In this manner, the release removed the defendant’s 
duty of ordinary care toward the rider and the plaintiffs could not 
base their wrongful death claim on the ordinary duty of care. Thus, 
the higher duty created by the release, “direct, willful and wanton 
negligence,” applied to the wrongful death claim. The court held 
that the trial court had sufficient evidence to support its granting 
of judgment for the defendant under this standard of care. The 
evidence demonstrated that the defendant took precautions to 
examine and test the horse’s condition before the competition and 
to consult with veterinarians and the plaintiffs before allowing the 
rider to compete. Ericksson v. Nunnink, 2015 Cal. App. LExIS 
65 (Calif. Ct. App. 2015).
 BANkRUPTCY
CHAPTER 12
 ELIGIBILITY. The Chapter 12 debtor had filed and completed 
a prior Chapter 7 case which had discharged the debtor’s personal 
liability for debts in excess of the fair market value of the debtor’s 
real property but had not discharged the debts as to the properties. 
Thus, in the Chapter 12 case, the debtor’s total debts were 
$4,172,116, which exceeded the limitation for Chapter 12 cases. 
The debtor argued that the debts should not include the portion of 
each debt for which the debtor did not have personal liability, which 
would reduce the total debts to an amount less than the Chapter 12 
limitation. The court disagreed, holding that, because the full debts 
were still a claim against the debtor’s properties until the properties 
were sold, the full amount of the debts was included in determining 
the debtor’s debts for purposes of Chapter 12 eligibility. The court 
dismissed the case for lack of eligibility for Chapter 12. On appeal 
the appellate court affirmed.   In re Davis, 2015 U.S. App. LExIS 




 NO ITEmS. 
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and Short Term.  Capital gains and losses are either long-term 
or short-term, depending on how long a taxpayer has held the 
property. If a taxpayer held the property for more than one year, 
the gain or loss from the sale is long-term. If a taxpayer held it 
one year or less, the gain or loss is short-term. Net Capital Gain. 
If a taxpayer’s long-term gains are more than long-term losses, 
the difference between the two is a net long-term capital gain. If 
a taxpayer’s net long-term capital gain is more than the net short-
term capital loss, the taxpayer has a net capital gain. Tax Rate. The 
capital gains tax rate usually depends on income. The maximum 
net capital gain tax rate is 20 percent. However, for most taxpayers 
a zero or 15 percent rate will apply. A 25 or 28 percent tax rate can 
also apply to certain types of net capital gains.  Limit on Losses. 
If a taxpayer’s capital losses are more than the capital gains, the 
taxpayer can deduct the difference as a loss on your tax return. 
This loss is limited to $3,000 per year, or $1,500 if the taxpayer 
is married and files a separate return.  Carryover Losses.  If a 
taxpayer’s total net capital loss is more than the limit the taxpayer 
can deduct, the taxpayer can carry over the nondeductible losses 
to next year’s tax return. The taxpayer will treat those losses as if 
they happened in that next year. Forms to File.  Taxpayers often 
will need to file Form 8949, Sales and Other Dispositions of 
Capital Assets, with the federal tax return to report your gains and 
losses. Taxpayers also need to file Schedule D, Capital Gains and 
Losses with the tax return. For more information about this topic, 
see the Schedule D instructions and Publication 550, Investment 
Income and Expenses. IRS Tax Tip 2015-21.
 COOPERATIVES. The taxpayer was a nonexempt rural 
cooperative telephone company that operated on a cooperative 
basis and provided telecommunication services to rural customers, 
including mobile telephone services. The taxpayer purchased cell 
phone spectrum but was forced to sell the spectrum when it became 
too expensive to maintain. The IRS ruled that the gain from the 
sale of the spectrum was patronage-sourced income because the 
intended use of the spectrum was consistent with the cooperative’s 
function of providing  phone service to its members. Ltr. Rul. 
201507004, Oct. 20, 2014.
 DEPRECIATION. A cash-basis, calendar year taxpayer owned 
and operated a dairy farm. The taxpayer timely filed a return for the 
taxable year and made the election not to deduct the additional first 
year depreciation under I.R.C. § 168(k) for all classes of qualified 
property placed in service during that taxable year. The taxpayer 
hired a tax preparer to prepare the federal tax return for the taxable 
year and during the preparation of this tax return, the tax preparer 
discussed with the taxpayer whether to claim the additional first 
year depreciation deduction for qualified property placed in service 
in light of the losses on the farming business. As a result of this 
discussion, the taxpayer advised the tax preparer to not deduct 
the additional first year depreciation for all classes of qualified 
property placed in service during the taxable year. Subsequent to 
filing the taxpayer’s federal tax return, it was discovered that such 
tax return was prepared incorrectly because certain information 
received from a bank, specifically the amount of interest paid by 
the taxpayer, was overstated by the bank. Thus, the taxpayer’s 
taxable income for the taxable year was under-reported. If not 
for this error by the bank, the taxpayer’s tax preparer would 
have advised the taxpayer to deduct the additional first year 
depreciation for all classes of qualified property placed in service 
during the taxable year. The IRS granted the taxpayer’s request 
to file an amended return revoking the election not to deduct 
the additional first-year depreciation for the property placed in 
service during the taxable year involved. Ltr. Rul. 201507022, 
Nov. 3, 2014.
 EmPLOYmENT TAxES. The taxpayers, husband and wife, 
were the owners of an corporation which was liable for unpaid 
employment taxes. The IRS sought recovery from the taxpayers 
as the “alter ego” of the corporation. The court held that the 
taxpayers were liable for the taxes owed by the corporation 
because the taxpayers had a “unity of interest and ownership” 
with the corporation in that they exercised substantial control 
over the corporation’s operations and regularly drew on corporate 
funds to finance personal expenses. The appellate court affirmed 
in a decision designated as not for publication. Politte v. United 
States, 2015-1 U.S. Tax Cas. (CCH) ¶ 50,198 (9th Cir. 2015), 
unpub. op. aff’g, 2012-1 U.S. Tax Cas. (CCH) ¶ 50,262 (N.D. 
Calif. 2012).
 FOREIGN CORPORATIONS. The taxpayer was a foreign 
business entity which was eligible to elect to be treated as a 
corporation for federal tax purposes. The taxpayer inadvertently 
failed to timely file a Form 8832, Entity Classification Election, 
to elect to be taxed as a corporation. The IRS granted an 
extension of time to file Form 8832. Ltr. Rul. 201506004, Sept. 
11, 2014.
 HEALTH INSURANCE. The IRS has published information 
on claiming an exemption from the requirement to have 
qualifying health coverage. If a taxpayer is exempt, the taxpayer 
will not have to make a shared responsibility payment when 
the taxpayer files the 2014 federal income tax return. For any 
month that a taxpayer does not qualify for a coverage exemption, 
the taxpayer will need to have minimum essential coverage or 
make a shared responsibility payment.  Taxpayers can obtain 
some exemptions only from the Marketplace, while others may 
be claimed when they file their tax return. A taxpayer may be 
exempt if: (1) the minimum amount the taxpayer must pay for 
the annual premiums is more than eight percent of household 
income, (2) the taxpayer has a gap in coverage that is less than 
three consecutive months, (3) the taxpayer qualifies for an 
exemption for one of several other reasons, including having a 
hardship that prevents the taxpayer from obtaining coverage, or 
belonging to a group explicitly exempt from the requirement, 
or (4) the taxpayer will claim or report coverage exemptions 
on Form 8965, Health Coverage Exemptions, and attach it to 
Form 1040, Form 1040A, or Form 1040EZ.  If a taxpayer is 
granted a coverage exemption from the Marketplace, they will 
send the taxpayer a notice with a unique Exemption Certificate 
Number or ECN. The taxpayer will enter your ECN in Part I, 
Marketplace-Granted Coverage Exemptions for Individuals, of 
Form 8965 in column C. If the Marketplace has not processed 
the taxpayer’s exemption application before the taxpayer files 
a tax return, the taxpayer  should complete Part I of Form 8965 
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and enter “pending” in Column C for each person listed.  If a 
taxpayer claims the exemption on a return, the taxpayer does not 
need an ECN from the Marketplace. With the tax filing season 
underway, most exemptions for 2014 are only available by 
claiming them on a tax return. If the taxpayer’s income is below 
the filing threshold and the taxpayer is not required to file a tax 
return, the taxpayer is eligible for an exemption and does not 
have to file a tax return to claim it. If the taxpayer chooses to file 
a tax return, the taxpayer will use Part II, Coverage Exemptions 
for Your Household Claimed on Your Return, of Form 8965 to 
claim a health coverage exemption. Other IRS-granted coverage 
exemptions may be claimed on the tax return using Part III, 
Coverage Exemptions for Individuals Claimed on Your Return, 
of Form 8965. For a coverage exemption that the taxpayer is 
qualified to claim on the tax return, the taxpayer files Form 8965 
with the tax return. The taxpayer does not need to contact the 
IRS to obtain the exemption in advance. Health Care Tax Tip 
2015-09.
 The IRS has issued a notice which reiterates the conclusion in 
previous guidance addressing employer payment plans, including 
Notice 2013-54, 2013-2 C.B. 287, that employer payment plans 
are group health plans that will fail to comply with the market 
reforms that apply to group health plans under the Affordable 
Care Act (ACA). For this purpose, an employer payment plan as 
described in Notice 2013-54 refers to a group health plan under 
which an employer reimburses an employee for some or all of 
the premium expenses incurred for an individual health insurance 
policy or directly pays a premium for an individual health 
insurance policy covering the employee, such as arrangements 
described in Rev. Rul. 61-146, 1961-2 C.B. 25. The notice also 
provides transition relief from the assessment of excise tax 
under I.R.C. § 4980D for failure to satisfy market reforms in 
certain circumstances. The transition relief applies to employer 
healthcare arrangements that constitute (1) employer payment 
plans, as described in Notice 2013-54, if the plan is sponsored 
by an employer that is not an Applicable Large Employer under 
I.R.C. § 4980H(c)(2) and §§ 54.4980H-1(a)(4) and -2; (2) S 
corporation healthcare arrangements for 2-percent shareholder- 
employees; (3) Medicare premium reimbursement arrangements; 
and (4) TRICARE- related health reimbursement arrangements 
(HRAs). Notice 2015-17, I.R.B. 2015-10.
 PARTNERSHIPS
  ELECTION TO ADJUST BASIS. The taxpayer was an 
LLC which elected to be taxed as a partnership. During the tax 
year, a partner died and the decedent’s partnership interest was 
transferred to another partner. The taxpayer used a tax advisor 
to prepare tax returns. The advisor did not inform the taxpayer 
that the election to adjust basis under I.R.C. § 754 was available 
and the return was filed without the election.  The IRS granted 
an extension of time to file an amended return with the election. 
Ltr. Rul. 201506001, Sept. 23, 2014.
 PENALTIES. The IRS has issued a revenue procedure which 
updates Rev. Proc. 2014-15, 2014-1 C.B. 456, and identifies 
circumstances under which the disclosure on a taxpayer’s income 
tax return with respect to an item or position is adequate for the 
purpose of reducing the understatement of income tax under 
I.R.C. § 6662(d) (relating to the substantial understatement 
aspect of the accuracy-related penalty), and for the purpose of 
avoiding the tax return preparer penalty under I.R.C. § 6694(a) 
(relating to understatements due to unreasonable positions) with 
respect to income tax returns.  For tax items not included in this 
revenue procedure, disclosure is adequate with respect to that item 
only if made on a properly completed Form 8275 or 8275-R, as 
appropriate, attached to the return for the year or to a qualified 
amended return. Rev. Proc. 2015-16, 2015-1 C.B. 596. 
 PENSION PLANS.  For plans beginning in February 2015 for 
purposes of determining the full funding limitation under I.R.C. 
§ 412(c)(7), the 30-year Treasury securities annual interest rate 
for this period is 2.46 percent. The 30-year Treasury weighted 
average is 3.31 percent, and the 90 percent to 105 percent 
permissible range is 2.98 percent to 3.47 percent. The 24-month 
average corporate bond segment rates for February 2015, without 
adjustment by the 25-year average segment rates are: 1.23 percent 
for the first segment; 4.10 percent for the second segment; and 5.18 
percent for the third segment. The 24-month average corporate 
bond segment rates for February 2015, taking into account the 
25-year average segment rates, are: 4.72 percent for the first 
segment; 6.11 percent for the second segment; and 6.81 percent 
for the third segment.  Notice 2015-19, I.R.B. 2015-09.
 RETURNS. The IRS has published guidance for employed 
taxpayers who do not receive a Form W-2 from their employer. (1) 
Contact the employer first.  Taxpayers should ask their employer – 
or former employer – to send a Form W-2 if it has not already been 
sent. Make sure the employer has the taxpayer’s correct address. 
(2) Contact the IRS. After February 23, 2015 a taxpayer may call 
the IRS at 800-829-1040 if the taxpayer has not yet received a 
Form W-2. The taxpayer should be prepared to provide name, 
address, Social Security number and phone number. Taxpayers 
should also have the following information when they call: the 
employer’s name, address and phone number; the taxpayer’s 
employment dates; and an estimate of the taxpayer’s wages and 
federal income tax withheld in 2014, based upon the taxpayer’s 
final pay stub or leave-and-earnings statement, if available. (3) 
File the income tax return on time. Taxpayers should still file 
their tax return on or before April 15, 2015, even if they have not 
yet received their Form W-2. Taxpayers should file Form 4852, 
Substitute for Form W-2, Wage and Tax Statement, in place of 
the Form W-2. Taxpayers should use the form to estimate their 
income and withholding taxes as accurately as possible. The IRS 
may delay processing the return while it verifies the information 
on the Form 4852. If a taxpayer needs more time to file, the 
taxpayer can get a six-month extension of time by filing Form 
4868, Application for Automatic Extension of Time to File U.S. 
Individual Income Tax Return.  If a taxpayer is requesting an 
extension, the taxpayer must file this form on or before April 15, 
2015. If a taxpayer receives the missing W-2 after filing the tax 
return and the information on the W-2 is different from what the 
taxpayer reported using Form 4852, then the taxpayer must correct 
the tax return by filing Form 1040X, Amended U.S. Individual 
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Income Tax Return to amend the tax return. Health Insurance 
Marketplace Statement. If the taxpayer did not receive a Form 
1095-A, Health Insurance Marketplace Statement, the taxpayer 
should contact the Marketplace from which the taxpayer received 
coverage to get a copy. Taxpayers are not required to send in proof 
of health care coverage, including Form 1095-A, to the IRS when 
filing a tax return. However, it is a good idea to keep these records 
on hand to verify coverage. IRS Tax Tip 2015-15.
 S CORPORATIONS
  SECOND CLASS OF STOCK. The taxpayer was an S 
corporation with a single class of stock and all stock having 
identical voting, distribution and liquidation rights. The taxpayer 
created non-voting common stock with identical rights to 
distributions and liquidation proceeds.  The taxpayer adopted 
a voluntary stock redemption plan which provided that any 
shareholder who desires to have stock redeemed must have non-
voting and voting shares redeemed in a set ratio of non-voting 
to  voting shares unless the board of directors in its discretion 
approves the stock redemption in a different ratio. The redemption 
ratio in the plan ensured that the voting power and economic 
ownership between  shareholders remain approximately equal 
in order to prevent an individual shareholder from owning a 
disproportionate amount of voting versus nonvoting common 
stock. The redemption price for the stock was the appraised 
value of the voting and nonvoting common stock (on a minority 
basis) as shown on the most recent independent appraisal, but if 
no independent appraisal has been made within a certain time 
frame of the redemption, the board of directors could determine 
in good faith the value, which is intended to be based upon the 
methodology used by the independent appraisal. The IRS ruled 
that the redemption plan did not create a second class of stock. 
Ltr. Rul. 201506003, Oct. 6, 2014.
SAFE HARBOR IN TEREST RATES
march 2015
 Annual Semi-annual Quarterly Monthly
Short-term
AFR  0.40 0.40 0.40 0.40
110 percent AFR 0.44 0.44 0.44 0.44
120 percent AFR 0.48 0.48 0.48 0.48
mid-term
AFR  1.47 1.46 1.46 1.46
110 percent AFR  1.62 1.61 1.61 1.60
120 percent AFR 1.76 1.75 1.75 1.74
  Long-term
AFR 2.19 2.18 2.17 2.17
110 percent AFR  2.41 2.40 2.39 2.39
120 percent AFR  2.64 2.62 2.61 2.81
Rev. Rul. 2015-4, I.R.B. 2015-10.
 THEFT LOSSES. The taxpayer was an inventor and was 
the holder of U.S. patent No. 7,415,982, filed in 2001, for a 
“smokeless tobacco vaporizer.” The taxpayer claimed several 
conspiracies by various companies, the U.S. Postal Service and 
internet companies caused the taxpayer to lose business from the 
sale of e-cigarettes using the taxpayer’s patented process. The 
taxpayer claimed loss deductions for these losses over three years 
which were disallowed by the IRS. Court held that the losses were 
properly disallowed because (1) the taxpayer failed to show that 
any crime was committed, (2) the taxpayer failed to show the fair 
market value of the patent before and after the alleged thefts, and 
(3) the taxpayer failed to show that the losses occurred during 
the tax years for which the deductions were claimed. Sheridan 
v. Comm’r, T.C. memo. 2015-25.
 TRADE OR BUSINESS. The taxpayer worked as a public 
school art teacher in Nevada from 2002 to 2014. In 2006 the 
taxpayer took over an airplane hobby store inherited from the 
taxpayer’s father and located in Idaho. The taxpayer relied on a 
volunteer worker to operate the store until the taxpayer moved to 
Idaho. For 2010 and 2011, the taxpayer claimed a loss from the 
retail store operation and the IRS disallowed deductions in excess 
of gross income, arguing that the taxpayer did not operate a trade 
or business because the taxpayer did not intend to operate the 
activity for profit. The court examined the nine factors in Treas. 
Reg. § 1.183-2(b) and held that the hobby store was operated with 
the intent to make a profit because (1) the taxpayer did not receive 
personal pleasure from the activity, (2) the taxpayer did not have 
substantial income from other sources offset by the losses, and 
(3) the court found it doubtful that the taxpayer “would have 
continued to run the business without an honest expectation of 
profit.” Savello v. Comm’r, T.C. memo. 2015-24.
 TRUSTS. The taxpayer established an irrevocable trust for 
the benefit of the taxpayer and the taxpayer’s issue. The taxpayer 
retained (1) the power to control distribution of trust income and 
principal by the trustee; (2) the power to change the interests 
of the beneficiaries; and (3) the testamentary power to appoint 
trust property to the issue of trustor’s father or a charitable 
foundation. The IRS ruled that the the contribution of property 
to the irrevocable trust by the trustor was an incomplete gift for 
federal gift tax purposes until distributions are actually made to 
beneficiaries other than the taxpayer. In addition, at the taxpayer’s 
death, the trust property at that time would be included in the 
taxpayer’s gross estate. Ltr. Rul. 201507008, Oct. 30, 2014.
 WITHHOLDING. In 2001 and preceding its bankruptcy, the 
taxpayer corporation closed 63 stores and 9 distribution centers 
and terminated about 75 employees. Thereafter, in 2001, the 
taxpayer filed for chapter 11 bankruptcy and closed its remaining 
stores and distribution centers, terminating the remaining 
employees. It made severance payments to employees who were 
terminated during both periods. Each employee’s severance pay 
was reported as wages on Form W-2, Wage and Tax Statement. 
The taxpayer initially withheld federal income tax and the 
employee share of FICA tax and paid the employer share of FICA 
tax for the severance pay. However, the taxpayer subsequently 
filed refund claims based on its belief that the severance payments 
were not wages. The IRS neither denied nor approved the refund, 
and the taxpayer filed suit to compel the IRS to return the FICA 
taxes plus interest to the bankruptcy estate. Reversing the Sixth 
Circuit Court of Appeals, the U.S. Supreme Court held that the 
severance payments were classified as wages and were subject to 
FICA taxes.  United States v. Quality Stores, Inc., ___ U.S. ___ 
(2014), rev’g 693 F.3d 605 (6th Cir. 2012), aff’g 424 B.R. 237 
(W.D. Mich. 2010), aff’g In re Quality Stores, Inc., 383 B.R. 67 
(Bankr. W.D. Mich. 2008). The IRS has announced “As a result 
 IN THE NEWS
 HEALTH INSURANCE. The New York Times has reported 
that over 800,000 taxpayers received erroneous notices from the 
federal government as to the “benchmark plan” used to calculate tax 
credits available for purchasing health insurance through the federal 
insurance marketplace, HealthCare.gov. Taxpayers should not file 
their tax returns until the correct information is received in March. 
Pear, “800,000 Using HealthCare.gov Were Sent Incorrect 




FARm ESTATE AND 
BUSINESS PLANNING
by Neil E. Harl
18th Edition Available Now
 The Agricultural Law Press is honored to publish the revised 
18th Edition of Dr. Neil E. Harl’s excellent guide for farmers 
and ranchers who want to make the most of the state and federal 
income and estate tax laws to assure the least expensive and most 
efficient transfer of their estates to their children and heirs.  The 
18th Edition includes all new income and estate tax developments 
from the 2012 tax legislation and Affordable Care Act.
 We also offer a PDF version for computer and tablet use for 
$25.00.
 Print and digital copies can be ordered directly from the Press 
by sending a check for $35 (print version) or $25 (PDF version) to 
Agricultural Law Press, 127 Young Rd., Kelso, WA 98626. Please 
include your e-mail address if ordering the PDF version and the 
digital file will be e-mailed to you.
 Credit card purchases can be made online at www.agrilawpress.
com or by calling Robert at 360-200-5666 in Kelso, WA.
 For more information, contact robert@agrilawpress.com. 
AGRICULTURAL TAx SEmINARS
by Neil E. Harl
 See page 40 for information about these seminars.  Here are the 
cities and dates for the seminars this spring and summer 2015:
  April 28-29, 2015 - Doubletree, Springfield, MO
  may 4-5, 2015 - Quality Inn, Grand Island, NE
  may 28-29, 2015 - Denver, CO
  June 16-17, 2015 - Eastland Suites, Bloomington, IL
  June 18-19, 2015 - Holiday Inn, Indianapolis, IN
  August 24-25, 2015 - Holiday Inn, Council Bluffs, IA
  August 27-28, 2015 - Quality Inn, Ames, IA
 Each seminar will be structured the same as described on the 
back cover of this issue. More information will be posted on www.
agrilawpress.com and in future issues of the Digest.
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of the Supreme Court’s holding in Quality Stores, . . . the Service 
will disallow all claims for refund of FICA or RRTA taxes paid 
with respect to severance payments that do not satisfy the narrow 
exclusion contained in Revenue Ruling 90-72. This includes all 
claims for refund that were held in suspense pending the resolution 
of Quality Stores and claims filed by taxpayers located within the 
Sixth Circuit’s jurisdiction. Since the definition of wages contained 
in section 3121(a) of the Internal Revenue Code is generally the 
same as the definition of wages in section 3306(b) with respect 
to the FUTA, the Service will also continue to disallow claims 
for refund of FUTA taxes paid with respect to such severance 
payments.” Ann. 2015-8, I.R.B. 2015-09.
 The IRS has issued a revenue procedure providing guidance 
to employers on employee consents used to support a claim for 
refund under I.R.C. § 6402 and Treas. Reg. § 31.6402(a)-2 for 
overpaid taxes under the FICA and the Railroad Retirement Tax 
Act (RRTA). The revenue procedure clarifies that, in addition to 
providing the relevant name, address, and taxpayer identification 
number, a valid employee consent must identify the basis of the 
claim for refund and be signed by the employee under penalties of 
perjury. The revenue procedure also provides guidance as to what 
constitutes “reasonable efforts” to secure an employee consent 
when a consent is not obtained. Notice 2015-15, I.R.B. 2015-09.
 WORk OPPORTUNITY CREDIT. The IRS has issued a 
notice which provides guidance on § 119 of the Tax Increase 
Prevention Act of 2014 (the Act), Pub. L. No. 113-295, enacted on 
December 19, 2014, and transition relief for employers claiming 
the Work Opportunity Tax Credit (WOTC) under I.R.C. §§ 51 and 
3111(e), as extended by the Act. Section 119 of the Act amends 
I.R.C. § 51 to extend the WOTC, including the reduced credit 
under I.R.C. § 3111(e) for qualified tax-exempt organizations, 
through December 31, 2014. The notice provides employers 
that hire members of targeted groups additional time beyond the 
28-day deadline in I.R.C. § 51(d)(13) for submitting Form 8850, 
Pre-Screening Notice and Certification Request for the Work 
Opportunity Credit, to designated local agencies (DLAs). Section 
51(d)(13)(A) provides that an individual is not treated as a member 
of a targeted group unless (1) on or before the day the individual 
begins work, the employer obtains certification from a DLA that 
the individual is a member of a targeted group; or (2) the employer 
completes a pre-screening notice (Form 8850) on or before the day 
the individual is offered employment and submits such notice to 
the DLA to request certification not later than 28 days after the 
individual begins work. Because the Act extended the WOTC 
retroactively for 2014 for members of targeted groups, the IRS 
determined that employers need additional time to comply with 
the requirements of I.R.C. § 51(d)(13)(A). Accordingly, a taxable 
employer that hired a member of a targeted group (as defined in 
§§ 51(d)(2) through (10)), or a qualified tax-exempt organization 
that hired a qualified veteran described in I.R.C. § 51(d)(3), on 
or after January 1, 2014, and before January 1, 2015, will be 
considered to have satisfied the requirements of I.R.C. § 51(d)
(13)(A)(ii) if the employer submits the completed Form 8850 to 
the appropriate DLA to request certification not later than April 
30, 2015. A timely request for certification does not eliminate the 
need for the employer to receive a certification before claiming 




by Neil E. Harl
  Join us for expert and practical seminars on the essential aspects of agricultural tax law. Gain insight and understanding from one of the country’s 
foremost authorities on agricultural tax law.  The seminars will be held on two days from 8:00 am to 5:00 pm. Registrants may attend one or both 
days. On the first day, Dr. Harl will speak about farm and ranch estate and business planning. On the second day, Dr. Harl will cover farm and ranch 
income tax. Your registration fee includes written comprehensive annotated seminar materials for the days attended and lunch.  A discount ($25/day) 
is offered for attendees who elect to receive the manuals in PDF format only (see registration form online for use restrictions on PDF files).
See Page 39 above for a list of cities and dates for 2015
The topics include:
  
The seminar registration fees for each of multiple registrations from the same firm and for current subscribers to the Agricultural Law 
Digest, the Agricultural Law Manual, or Farm Estate and Business Planning are $225 (one day) and $400 (two days).  The early-
bird registration fees for nonsubscribers are $250 (one day) and $450 (two days). Nonsubscribers may obtain the discounted fees by 
purchasing any one or more of our publications. See www.agrilawpress.com for online book and newsletter purchasing.
 Contact Robert Achenbach at 360-200-5666, or e-mail Robert@agrilawpress.com for a brochure.
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 127 Young Rd., Kelso, WA  98626
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 Corporate-to-LLC conversions
 New regulations for LLC and LLP losses
Closely Held Corporations
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
 Would incorporation trigger a gift because of
  severance of land held in joint tenancy?
 “Section 1244” stock
    Status of the corporation as a farmer
 The regular method of income taxation
 The Subchapter S method of taxation, including
  the “two-year” rule for trust ownership of
  stock
 Underpayment of wages and salaries
Financing, Estate Planning Aspects and Dissolution
  of Corporations
 Corporate stock as a major estate asset
 Valuation discounts










 Constructive receipt of income
 Deferred payment and installment payment
  arrangements for grain and livestock sales
 Using escrow accounts
 Payments from contract production
 Items purchased for resale
 Items raised for sale
 Leasing land to family entity
 Crop insurance proceeds
 Weather-related livestock sales
 Sales of diseased livestock
 Reporting federal disaster assistance benefits
 Gains and losses from commodity futures, 
  including consequences of exceeding the
  $5 million limit
Claiming Farm Deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Depreciating farm tile lines
 Farm lease deductions
 Prepaid expenses
 Preproductive period expense provisions
 Regular depreciation, expense method
  depreciation, bonus depreciation 
 Repairs and Form 3115, changing from accrual
  to cash accounting
 Paying rental to a spouse
 Paying wages in kind
 Section 105 plans
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Private annuity
 Self-canceling installment notes
 Sale and gift combined.
Like-kind Exchanges
 Requirements for like-kind exchanges
 “Reverse Starker” exchanges
     What is “like-kind” for realty
 Like-kind guidelines for personal property 
    Partitioning property
    Exchanging partnership assets
Taxation of Debt
 Turnover of property to creditors
 Discharge of indebtedness
 Taxation in bankruptcy.
First day
FARm ESTATE AND BUSINESS PLANNING
New Legislation 
Succession planning and the importance of
 fairness
The Liquidity Problem
Property Held in Co-ownership
 Federal estate tax treatment of joint tenancy
 Severing joint tenancies and resulting basis
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
 Special use valuation
 Property included in the gross estate
 Traps in use of successive life estates
 Basis calculations under uniform basis rules
 Valuing growing crops
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Taxable estate
 The applicable exclusion amount
 Unified estate and gift tax rates
 Portability and the regulations
 Federal estate tax liens
 Undervaluations of property
Gifts
 Reunification of gift tax and  estate tax
 Gifts of property when debt exceeds basis 
Use of the Trust
The General Partnership
 Small partnership exception
 Eligibility for Section 754 elections
Limited Partnerships
Limited Liability Companies
 Developments with passive losses
